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SUBJECT: FMS FY 77 AND 78 CREDIT GUARANTEES 

1 . GENERAL BIN SHAKER CALLED MORNING DECEMBER 22 TO SAY THAT 
KING, AS RESULT HIS RECENT VISIT TO SAUDI ARABIA, HAD RECEIVED 
AFEIRMATIVE RESPONSE FROM SAUDIS REGARDING HIS REQUEST TO 
THEM TO GUARANTEE REPAYMENT OE PRINCIPAL ON EY 77 AND EY 

78 EMS CREDIT IN TOTAL AMOUNT OF 150 MILLION DOLLARS. 

2. BIN SHAKER SAID THAT PRINCE FAHD MAY BE COMING TO AMMAN 
OR PRIME MINISTER BADRAN TRAVELLING TO RIYADH IN NEXT WEEK. 

JORDAN HAS TEXT OF FY-77 LOAN AGREEMENT, BUT NOT ONE FOR FY-78 
WHICH HE BELIEVES WILL BE NEEDED IN ORDER TO ARRANGE FOR SAUDI 
GUARANTEE. 

3. WE ARE NOT CERTAIN OE STATUS OE EY78 CREDIT. WE KNOW 
BILL HAS BEEN PASSED AND ALLOCATION MADE TO JORDAN. COULD 
AGREEMENT TEXT BE FORWARDED BY TELEGRAM? IF JORDANIAN 
SIGNATURE REQUIRED, IT COULD BE OBTAINED HERE. WE HAVE 
EXAMINED STANDARD TEXT OF SAUDI GUARANTEE WORKED OUT LAST 
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YEAR WITH SAMA AND WONDER WHETHER WITH A FEW MODIEICATIONS 
IT COULD NOT BE MADE APPLICABLE TO AGREEMENTS EOR BOTH YEARS. 
COULD THIS BE DONE ANTICIPATORY TO SIGNING OF FY 78 CREDIT? 

WOULD BE GRATEFUL FOR EARLY REVIEW OF THIS PROBLEM AND 
RESPONSE. DEPARTMENT WILL RECOGNIZE PROBLEMS WE HAVE HAD 
OVER THE YEARS IN WORKING OUT A STANDARD APPROACH TO THESE 
GUARANTEES AND OPPORTUNITY WHICH KING'S HAVING RAISED GUARANTEE 
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OF TWO LOANS PRESENTS TO AVOID SUCH PROBLEMS FOR SOME TIME 
IN THE FUTURE. 

4. ON A RELATED SUBJECT, WE BELIEVE, GIVEN ABOVE DEVELOP- 
MENTS, THAT IT IS EVEN MORE NECESSARY THAN BEFORE TO TRY TO 
GET SAUDIS TO USE TRUST FUND ACCOUNT TO PAY ANY DELIQUENT 
PAYMENTS FOR WHICH THEY ARE GUARANTOR. THIS IN TURN IN 
THE FUTURE SHOULD MINIMIZE OUR ROLE IN CONSTANTLY HAVING TO 
PROD THEM TO PAY. WE THINK JIDDA'S QUESTION 
IN RECENT CABLE ON THIS POINT SHOULD BE RESPONDED TO 
POSITIVELY. 

PICKERING 
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